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SUMMARY 

The tariff act of 1913 inconclusive as an experiment, 2. — Two factors 
important in 1922: war feeling, and demand for protection from the 
agricultural states, 3. — History of legislation, 6. — Concessions to the 
agricultural element, in duties and in the free list, 7. — Wool and 
sugar, 9. — Some extraordinarily high duties on manufactures, 11. — 
Dyestuffs, 14. — Administrative provisions and American valuation, 
17. — The President's discretionary powers, 19. — How serviceable did 
the Tariff Commission prove? 22. — General administrative provisions, 
24. — Conclusion, 26. 

The tariff act of 1913 was in force nine years. A 
glance at the dates of the acts of similar scope passed 
during the last forty years — 1883, 1890, 1894, 1897, 
1909, 1913 — shows that one only, that of 1897 had a 
longer life. The application of moderate duties for 
nearly a decade, from 1913 to 1922, might have been 
expected to yield useful experience on some at least of 
the disputed points of the controversy. 

True, it is only on a limited range of questions that 
helpful conclusions could reasonably be looked for. No 
trained observer would expect that experience could 
contribute much toward settling the fundamental ques- 
tion — the effect of such legislation on the general 
welfare through the greater or less output of material 
goods. We have here the familiar case of the inter- 
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mingling of conflicting factors, of confused currents and 
cross currents. There is no way of disentangling the 
effects of a change in tariff legislation from those of the 
many other influences. 

It might be otherwise, however, with one important 
phase of the controversy. What is the effect of a 
moderation of duties on the protected industries them- 
selves? Would wool-growing, for example, quite dis- 
appear from the United States under free wool? Would 
foreign competition practically sweep away the domes- 
tic woolen manufacture under a simple duty of 35 per 
cent on woolen goods? Would sugar continue to be 
made at all in Louisiana and the states producing beet 
sugar if imports were free of duty? In all these cases, 
and in many more, the protectionists predicted that 
disaster would ensue from such reductions as were made 
in the act of 1913. The revisionists, on the other hand, 
maintained that the rates of 1913, on manufactured 
goods at all events, were high enough to be "competi- 
tive " ; that they were such as to enable these protected 
industries to hold their own, even tho importations 
might be somewhat larger and competition from abroad 
somewhat sharper. For myself I have long been of the 
opinion that the extent to which most of the manufac- 
turing industries depend on high protection is habitually 
exaggerated, and that the industrial readjustment con- 
sequent on legislation like that of 1913 would not be far 
reaching. Certainly the scientific observer would watch 
the outcome with no little curiosity; and a decade of 
experience under normal conditions would go far toward 
supplying an answer. 

But, alas! as everyone knows, the years during which 
the tariff act of 1913 was in force were as far from nor- 
mal as could possibly be imagined. The war turned 
everything topsy-turvy. To American manufacturing 
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industries it served as protection more effective than 
any tariff legislation could possibly be. Not only was 
foreign importation of competing products completely 
eliminated, but American goods such as previously had 
been made at home only under the shelter of high duties 
were exported to neutral markets. And the years im- 
mediately following the war were no less abnormal. We 
are not a whit wiser than before concerning the extent to 
which the manufacturing industries, great and small, 
depend for their existence on the unflinching main- 
tenance of high protection. Consequently when the 
election of 1920 brought the Republicans into power 
again and made it certain that the tariff policy of 1913 
would be reversed, the debates, so far as concerns this 
point, were carried on as much in the air as ever. The 
protectionists predicted ruin unless high duties were 
restored, but their predictions rested on no more secure 
basis than in 1913. Those who believed that a con- 
siderable reduction of duties could be made without 
causing an industrial overturn could only argue on the 
same lines of general reasoning as before. The experi- 
ment of 1913 was quite inconclusive. 

There was not only this negative element in the tariff 
situation of 1921-22. Some positive factors were pres- 
ent which had not affected any of the previous revisions. 
Two had profound influence. The feeling for national 
self-sufficiency was intensified by the war; and the 
representatives of the agricultural West supported high 
protection with a vehemence never shown before. 

The first of these is easy to understand. It showed 
itself in all countries after the war and everywhere 
served to strengthen and enlarge protection. Every- 
where this nationalist feeling has intermingled con- 
fusedly with the cruder and more familiar phases of 
protectionism. The experiences of the struggle might 
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easily lead a person who was without prejudice for or 
against free trade to accede to measures for securing, 
regardless of cost, a domestic supply of articles indis- 
pensable in war. The ordinary protectionist ignores or 
denies that the stimulation of domestic supply involves 
any increase of cost at all or any economic drawback 
whatever. He simply finds in these experiences a 
further argument for bolstering up every branch of do- 
mestic industry. The trend toward protection, strong 
enough before the war, became even more strong after 
its close. 

The second factor, the attitude of our western agri- 
cultural regions, is more distinctly peculiar to the 
United States. Like the first it is an aftermath of the 
war; but in this case the influences at work were quite 
different from those of military fervor. The impelling 
force was the severe decline in prices from which the 
farmers suffered in 1920-21. They were hardest hit by 
the sharp industrial revulsion which began in the latter 
part of 1920. The prices of wheat, corn, meats, cotton, 
suddenly were cut to one-half, even to one-third of the 
war figures. The farmers were as helplessly ignorant 
concerning the cause of this decline as they had been 
concerning the previous rise. They clamored vocif- 
erously for a remedy. Their political representatives, 
hardly less at sea than the rank and file and eager to 
ferret out some sort of response to their constituents, 
turned to the tariff. All the popular debates of the last 
generation had inculcated the belief that the mere im- 
posing of a duty served at once to benefit the domestic 
producer. In a time of distress this notion of the won- 
der-working effect of an import duty naturally led the 
leaders to propose, and the rank and file to welcome, 
immediate and drastic tariff changes. Early in the extra 
session of Congress (May 27, 1921), the "Emergency" 
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act imposed high duties upon wheat, corn, meat, wool, 
sugar. It was originally passed with a provision that the 
duties should be in force for six months only, but was 
reenacted step by step and remained in effect until the 
final passage of the act of 1922. As a means of meeting 
the emergency of the time it was hardly more than an 
amiable gesture. The prices of the several products con- 
tinued to decline; hardly a better proof could be found 
of the failure of tariff duties to serve as a remedy of im- 
mediate efficacy. 1 

But this Emergency act, negligible tho it was in its 
immediate effects, was of large consequence on the 
political situation and on the eventual character of the 
permanent tariff. By it the representatives of the agri- 
cultural states had committed themselves to a policy of 
high and even ruthless protection. They had got from 
the other states, and especially from the manufacturing 
sections, all they wanted — carte blanche to fix as they 
pleased the duties on their products. When it came to 
the duties on manufactured articles, they could not 
easily oppose, as they had done in 1909, rates which 
seemed burdensome on the consumers. Thus no mod- 
erating influence was of avail in the 67th Congress. 
The Democrats were hopelessly outnumbered, and even 
in their slender minority not a few were committed by 
having previously bowed to the agricultural clamor. 
Among the Republicans a word of protest was heard 
now and then, but was hardly listened to. That party, 
tho at bottom split into factions, came to agreement on 
the tariff more completely than on any previous meas- 
ure of the same character, with the possible exception 
of 1909. 

The outcome was a tariff with rates higher than any 
in the long series of protective measures of the whole 

1. See a report of the Tariff Commission on Operation of Hates in the Emergency 
Tariff Act, Senate Document No. 224, G7 Cong., 2d Session. 



6 QUARTERLY JOURNAL OF ECONOMICS 

period. It went beyond the acts of 1890, 1897, 1909. 
A return to high protection was inevitable after the 
election in 1920; but the special conditions of 1921-22 
led to an extreme which few had thought possible. 

Nor was this extreme application of protection due to 
haste or paroxysm. The act of 1922 had a legislative 
career unexampled for length. The Ways and Means 
committee of the House began hearings on the tariff as 
early as January, 1921 ; that is, in the old Congress, in 
anticipation of the coming change of administration. 
Its bill, further elaborated by the same committee of 
the new Congress, was introduced in the House on June 
29, and passed by that body July 21. It was under dis- 
cussion in the Senate for more than a year. The Finance 
committee of the Senate did not submit it to that body 
until April, 1922; it was passed by the Senate August 
19. After the usual compromises in a Conference com- 
mittee of the two Houses, it finally became law on 
September 19. 

The Senate in most cases raised duties above the 
figures proposed by the House. This more extreme 
policy was due in part to the greater influence exercised 
by the states of the Far West, whose representation, 
small in the House, was large in the Senate. Hence it 
came to the fore most pronouncedly in the case of the 
agricultural commodities. In good part it was due also 
to the tradition of mutual concession and mutual sup- 
port which senatorial courtesy has engendered. The 
senators, always in the habit of acceding to the wishes 
of their colleagues in what concerns the confirmation 
of presidential appointments, naturally yield on other 
matters also, and not least on this one of tariff rates on 
the products of their several states. 

The details of the bill were settled, as usual in cases of 
disputed and complicated legislation, by the Conference 
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committee of the two Houses. That committee of six 
members worked with feverish haste for about a fort- 
night, and submitted to the two bodies the bill in what 
was of necessity its final form. At this last stage of the 
legislative procedure no careful scrutiny is possible of 
the details of the compromises and readjustments made 
by a Conference committee. Barring an occasional 
disagreement on some matter of outstanding moment, 
the measure as elaborated in the committee must be 
accepted; the only alternative is to forego action once 
for all. A more vicious system for reaching a settlement 
could not well be imagined. The evil is an old one, 
rooted deep in our political system; nor is a remedy in 
sight. 

From the mass of detail I will select for comment 
certain provisions which are significant of the character 
of the new measure. I shall omit entirely, however, 
consideration of some of the most important schedules, 
namely those referring to textile fabrics. They are con- 
sidered in detail by the competent hand of Dr. A. H. 
Cole elsewhere in this issue. 

On agricultural products we find a list of duties on 
any and every sort of item, of the kind familiar in our 
tariff history. Most of them are as devoid of economic 
significance in their permanent form as they were in the 
temporary form of the Emergency Tariff Act. Wheat is 
dutiable at 30 cents a bushel, as compared with a rate of 
25 cents in the Tariff Act of 1909; rye 15 cents (10 cents 
in 1909). Corn remains at 15 cents a bushel. Beef bears 
a duty of 3 cents a pound, lamb of 4 cents a pound; the 
rates of 1909 were \\ and 2 cents. There follows the 
usual list of petty or innocuous duties, from eggs to 
reindeer meat, peanuts to acorns. California, in which 
the protectionist sentiment has become curiously ve- 
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hement and which it was perhaps thought desirous to 
placate on political grounds, is soothed by duties — 
either as high as in 1909 or higher — on lemons, nuts, 
prunes, and so on. 

Still further concessions to the farmers appear in the 
free list. Agricultural implements are admitted free, 
such as plows, harrows, headers, reapers, cotton gins, and 
what not; even wagons and carts are not dutiable. Es- 
sentially the same provision had been in the act of 1913. 
It is another empty gesture. These articles are made in 
almost every case more cheaply in the United States 
than abroad; none except fragmentary imports come 
in; it makes no difference whether these odds and ends 
are free or dutiable. Binder twine too remains free : still 
another empty gesture. Potash also was left free at the 
last moment, the Conference committee recommendation 
for a duty being overthrown in the House. Here the 
supply must come mainly by importation, and a duty 
would mean a real tax. But its largest use is for fer- 
tilizer; and tho the industry was a war baby, it is not al- 
lowed to get sustenance at the expense of the farmers. 

The aggregate effect of all the duties on agricultural 
products, both as regards their advantage to the agri- 
cultural producers and their burden on consumers, is 
not considerable. It would be going too far to say that 
they are quite without effect. The duty on wheat, for 
example, while of no influence upon the general trend of 
wheat prices, is likely to be of some significance in the 
spring wheat regions of the Northwest in seasons when 
the crop is scanty. In such seasons Canadian wheat, if 
free of duty, would sensibly mitigate a rise in the price 
of the hard grain which millers must have for certain 
grades of flour. Similarly, California lemons will sell for 
somewhat more, and the consumers will have to pay 
somewhat more, because of the obstacle which the duty 
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places on the Sicilian article. But even when all such 
items are added up, the total comes to little. The sig- 
nificance of these duties, to repeat, is not so much eco- 
nomic as political. 

With two important articles in the agricultural sched- 
ule the case is different. The duties on wool and on 
sugar are of large consequence. The details of the wool 
duty — more important than most of the details in the 
tariff — are considered elsewhere in these pages by Dr. 
Cole. I will only state once more my conviction that 
there is no sound ground for it. Even the greatest 
stretch of the war argument yields no reasonable basis 
for a duty on wool. Under free wool enough would be 
grown in the United States to enable our population to 
get on without serious strain even if a war should cut off 
for the time being the imported supply. The United 
States need fear no such troubles as Germany, caught 
without a wool supply of her own, had to face in 1914r- 
18. On economic grounds, to repeat, nothing is to be 
said in favor of this application of the protective policy. 

With sugar the case is similar. Here also the char- 
acteristic effects of a protective duty appear. The con- 
sumers pay the tax on the whole supply; the treasury 
gets as revenue only half of what is paid by the con- 
sumers; the other half goes to bolster up the protected 
producers. Thirty years ago the domestic supply of 
sugar was confined to Louisiana, and the total output 
there was insignificant as compared with the imports. 
The sugar duty then was primarily for revenue. In the 
intervening period the beet sugar production of the 
West has grown enormously; and Hawaii, and Porto 
Rico, and the Philippines have also been brought 
within the protected circle. The extraordinary fall in 
the price of sugar in 1920-21, an inevitable reaction 
after the even more extraordinary rise of 1919-20, 
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caused the protected interests to clamor for aid. The 
influence of the Far West here also was most potent. 
The "full" duty is now made 2.206 cents, as against If 
in the act of 1909 and \\ under the act of 1913. The 
effective duty, it will be remembered, is that upon 
Cuban sugar, which is entitled to a reduction of 20 per 
cent under our reciprocity arrangement; imports of 
late have been confined to Cuba, and are likely to be so 
confined in the future. The duty on Cuban sugar was 
exactly one cent a pound under the act of 1913; it now 
becomes 1.7648 cents. This is practically the rate fixed 
by the Senate; the House rates had been a little lower. 
Sugar and wool nowadays present the issue between 
free trade and protection clearly and typically. 

On iron and steel there is a resumption of some duties 
which had been omitted in the Act of 1912. Pig iron 
pays 75 cents a ton; on steel rails, that old bone of con- 
tention, the rate is one cent a pound, or $2.24 per ton. 
These are puny figures compared to those of a genera- 
tion ago. Iron ore continues to be admitted free. The 
whole schedule has ceased to be of much consequence in 
the protective controversy, at least so far as concerns 
the heavier and half-manufactured forms of iron and 
steel. Formerly these stood in the forefront of the pro- 
tective controversy — a place now taken by sugar, 
wool, and the textiles. Some ferrous specialties, such 
as ferro-manganese, molybdenum, tungsten, caused de- 
bate, especially with reference to their use in war, and 
with the usual utilization of the war argument by the 
domestic purchasers and their legislative sponsors. The 
economic effects of these changes in duty cannot be 
great, tho some particular interests will profit largely 
from them. 

The general accentuation of protectionist feeling led 
to some advances of duty which cannot be said to have 
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even a remote connection with preparedness for war and 
which indicate the extremes to which the policy was 
carried. Chinaware goes up to 60 per cent when plain 
white; when painted or ornamented to the unprece- 
dented figure of 70 per cent. " Jewelry commonly and 
commercially so known " — that is, cheap imitation 
jewelry — and a long list of like metal articles, such as 
buckles, buttons, powder-cases — and even vanity cases! 
— become dutiable at 80 per cent. Toys too, which the 
dreadful Germans had supplied so largely under pre- 
war conditions, and which the enterprising Japanese had 
supplied in very poor quality during the war, are now 
taxed at inordinate rates in order to bolster up some 
domestic manufacturers who had begun operations 
under the abnormal conditions. This war baby gets a 
rate of 70 per cent. It is somewhat amusing that dice, 
which are mentioned in close proximity to toys, are 
dutiable at only 50 per cent. Cotton gloves are also 
subjected to very high duties. It will be remembered 
that the manufacturers of this article had maneuvered 
successfully for high duties in 1909; now they get duties 
even higher. It is provided that the duty, which is an- 
other of the combined type (ad valorem and specific) 
shall not exceed 75 per cent ad valorem; a legislative 
confession that this rate is likely to be reached and is not 
regarded as excessive. The English manufacturers, it 
may be noted, also have asked and obtained protection 
against the German makers of this article. No military 
or political ground can be imagined for refusing to ac- 
cept a supply even from the Germans, if, as seems to be 
the case, they can make it cheaper and better. Lace 
window curtains also have combined specific and ad 
valorem duties, which in no case are to be less than 60 
per cent. Laces in general pay 90 per cent. 2 I know of 

2. Some curious episodes leading up to this duty are explained in Dr. Cole's article. 
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only one case in our entire tariff history in which an ad 
valorem duty as high as this has been imposed — the 
100 per cent rate on brandies and spirits in the revenue 
tariff of 1846, which obviously was of quite a different 
character. Combined specific and ad valorem duties in 
later protective tariffs not infrequently brought an ef- 
fective total as high or even higher; but it was veiled 
by the specific part of the combination, as is the 
case with similar provisions in the present tariff. A 
straight protective ad valorem tax of 90 per cent is un- 
exampled. It is quite unblushing protection. 

Hardly less overt are certain inordinate duties which, 
tho in form of the combined ad valorem and specific 
type, in fact rest entirely on a value basis. Thus 
pocketknives, if valued at 40 cents a dozen or less, pay 
one cent each and in addition 50 per cent ad valorem; if 
valued between 40 cents and 50 cents a dozen, 5 cents 
each plus 50 per cent ad valorem; and so on. I put 
"each" in italics because a thin veil is thrown over the 
procedure — an indication of an uneasy conscience? — 
by fixing the valuation points according to the dozen, 
but the duties according to the piece. Figuring both in 
the same way (by the dozen) we get the following re- 
sults : 

Penknives, Pocketknives, and the like 





Duty 


Duty reduced 

to ad valorem 

terms 




Max. 


Min. 


Value up to 40 cents doz. 


12cts. doz. + 50% 




80% 


" 40 @ 50 cents doz. 


60 " " +50% 


200% 


170 


" $.50 @ $1.25 doz. 


$1.32 " +55% 


319 


160 


" $1.25 @ $3.00 doz. 


$2.16 " +55% 


228 


127 


" $3.00 @ $6.00 doz. 


$3.00 " +55% 


150 


100 


Over $6.00 doz. 


$4.20 " +55% 


125 
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The same method is applied to clippers, razors, guns 
and rifles; and in all these cases the duties, when re- 
duced to a single ad valorem rate, are extremely high, 
ranging from 75 per cent to over 400 per cent. 

No marked changes are made in the free list, not- 
withstanding endeavors in that direction in one or the 
other of the two Houses. Cotton of all kinds finally re- 
mains free, altho the Senate had put a duty on long 
staple cotton, of which some slight production is now 
undertaken in the irrigated region of Arizona. Hides 
also remain free, after long and acrimonious debate. 
The agricultural representatives were finally forced to 
accede to this, as an offset to their insistence for keeping 
boots and shoes on the free list, and leather as well. 
Coal remains free, with a provision (aimed at Canada) 
by which, if any country imposes a duty upon United 
States coal, the same duty is to be levied upon coal 
when coming from that country. Books in foreign 
languages had been made dutiable by the House, but 
are left free, as are all books in any language if im- 
ported by colleges and educational institutions for their 
own use. The friendliness to education did not avail, 
however, to retain on the free list scientific and labo- 
ratory apparatus imported by colleges and like institu- 
tions; in all cases this must hereafter pay a duty of 40 
per cent. Similarly, glass instruments for chemical, 
pathological and pharmaceutical use are no longer free 
for hospitals and educational institutions, as they had 
been before; they must pay 65 per cent. Bread remains 
on the free list, a quite innocuous provision so far as the 
economic effect is concerned, and a characteristic sop to 
sentimentality. 

Among the most hotly debated paragraphs were those 
fixing the duties on coal tar products and dyestuffs. 
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They were closely connected with the administrative 
provisions of the act, to which further reference will 
presently be made. The history of this set of duties 
makes a long story, and the economic situation is 
highly complicated. Only a brief sketch is possible here. 

The war argument was used to the limit. Before 1914 
the supply of dyestuffs, the most important of the coal 
tar products, came almost exclusively from Germany. 
During the war there had been great shortage, specula- 
tion, advances in prices, a hothouse domestic industry. 
At its close the domestic producers were dismayed, and 
urged their case before Congress and the public with 
great insistence. On the other hand the circumstance 
that there were large-scale combinations in the indus- 
try and that the unpopular Dupont concern was 
among the most important producers, roused suspicion 
and some hostility. 

Regarded from the strictly economic point of view 
the industry does not seem to be adapted to American 
ways. In our technical parlance, it lacks a comparative 
advantage. Its processes are painfully detailed and 
elaborate, in which highly trained and highly paid labor 
is applied slowly and carefully to a variety of products. 
Each one of these products is turned out in small 
amounts; a possible exception is synthetic indigo, of 
which there is something like mass production. In the 
main it is adapted to the German industrial ways and 
traditions: exact applied science; patient experiment- 
ing; a technical staff and its trained technical assistants, 
to be had at comparatively low salaries and wages; 
large-scale operations but not mass production. Some 
bad things have been said of the tricks of the German 
dyestuffs producers and merchants, and of the un- 
scrupulousness of their competition. Apparently much 
of this was true, but hardly more true than of the same 
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industry elsewhere; the business seems to lend itself 
to the worst features of the competitive system. The 
United States had not failed before the war to develop 
some chemical industries without high protection, but 
these were of a different type from the higher grades of 
coal tar products. Here as in other directions the suc- 
cessful American industries are those turning out great 
quantities of a single product by large-scale methods. 3 
My impression is that not lack of aptitude for chemical 
industries as such, not great scarcity of trained chemists 
or lack of ability on their part, but the character of the 
dyestuffs part of the industry mainly explains the pre- 
war situation. As a matter of the international division 
of labor, the people of the United States probably would 
do well to turn to other things in which they work to 
better advantage, and get their dyestuffs from Germany. 
And — to go on with the purely economic aspects of the 
case — the war stoppage of supply raises the old ques- 
tion whether it is worth while to restrict the advantages 
of the international division of labor because of a pos- 
sibility of its sudden disruption. 

But quite a different phase of the war argument was 
urged in this case. The cool economic considerations, 
not of a sort to receive attention under any circum- 
stances from the dominant party, were quite disregarded 
because of the stress laid on the chemical industries, and 
especially on the manufacture of coal tar products, for 
the direct service of war. The same plant can be used for 
making dyestuffs and the like in time of peace, for ex- 
plosives and for poison gas when war comes. The line of 
reasoning is similar to that applied in favor of subsidiz- 
ing a merchant marine: the ships can be used for the 
ordinary purposes of transportation during peace and 
can serve as an auxiliary navy or transport system in 

3. See an instructive article by Mr. L. H. Baekeland, a chemist distinguished in the 
industrial application of his subject, in Harper's Magazine, April, 1917. 
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time of war. The plea is more dramatically effective as 
regards the coal tar products: be prepared to make your 
own explosives and poison gas! It was pushed to the 
hilt; and in this case once more the general protectionist 
atmosphere caused it to be welcomed, with little en- 
deavor to ascertain just how far the military needs 
went, whether each and every kind of coal tar product 
had to be bolstered up at home in order to meet these 
needs. 

On the other hand domestic producers were so un- 
certain of their own position — so impossible was it to 
say just how much they had to fear from their dreaded 
German competitors — that they urged at first a com- 
plete prohibition, at least for a couple of years. In fact 
a virtual prohibition had existed since the close of the 
war through certain administrative regulations, and had 
been sanctioned by a temporary act of Congress. The 
proposal for the so-called embargo, however, proved 
unpopular, and tho put in the bill as presented by the 
Ways and Means committee to the House, was struck 
out by the House itself. After long debates in the Sen- 
ate, and with no little vacillation it finally was dropped 
from the act itself. In its place came some extremely 
high duties, and some general administrative provisions 
which had no logical connection with the coal tar prod- 
ucts themselves but which nevertheless were expected 
or hoped to be applied to them. 

The new rates of duty are extremely high. In 1916, 
when the war shortage of dyestuffs roused attention, 
duties had been imposed upon dyestuffs of 30 per cent 
ad valorem plus 5 cents per pound. In the act of 1922 
these rates become 40 per cent ad valorem (55 per cent 
until 1924) plus 7 cents per pound on the intermediate 
products and 45 per cent ad valorem (60 per cent until 
1924) plus 7 cents per pound on the finished coal tar 
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dyes. The combination of specific and ad valorem 
duties is used, as it has been so often in the protective 
acts of recent years, to make sure that both the cheaper 
and the dearer forms shall be saddled with an effective 
high duty. Much more important is the provision that 
these ad valorem rates shall be assessed, not under the 
ordinary procedure, but with "American valuation"; 
not on the basis of foreign market value, but on that of 
the selling price in the United States of a similar article 
of domestic production. Of the controversy that cen- 
tered about American valuation in general more will be 
said presently. It suffices here to point out that the 
effective duty is made very much higher by its applica- 
tion, and that this special treatment is made obligatory 
for the coal tar products, and for them only. Alone in 
the act they are thus singled out. There are further 
provisions for the proper labeling and description of 
these articles, and (elsewhere in the act) for the appli- 
cation of special restrictions for the prevention of the 
"unfair competition"; provisions which are entirely 
proper and should serve to meet a real need of combat- 
ing unscrupulous competition. The rates themselves, 
to repeat, are extremely high. Both the industrial and 
the military conditions are so extraordinarily complex 
as to render the problem quite the most difficult I have 
encountered in the whole history of tariff legislation. 
But it is certain that the military excitement caused 
the protective policy to be applied more rigorously than 
would have been the case if these two factors had not 
combined, and more so than is justified by either if 
taken by itself. 

I turn now to the administrative provisions, and 
especially those which have to do with the assessment 
of ad valorem duties, such as these high rates on coal 
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tar products. Early in the session, and without refer- 
ence to the dyestuff s, it had been proposed there should 
be a radical change in the assessment of ad valorem 
duties: they should be levied hereafter on the basis of 
what was called "American" valuation, that is, on the 
value in the United States of a "comparable and com- 
petitive" article of domestic production. Not a little of 
pseudo-patriotic bombast was heard in favor of this 
"American "valuation. Strictly, the problem is one of 
administrative procedure. It ought to have been 
divorced entirely from the protective controversy. Un- 
fortunately it is extremely difficult to secure this sort of 
divorce ; any and every matter relating to import duties 
gets a tinge from the all-pervasive partisan atmosphere. 
In the act as finally passed there is a curious set of pro- 
visions. In the main, American valuation has been 
discarded. Ad valorem duties are to be assessed in the 
first instance either on the foreign value of the goods at 
the time and place of purchase, or on the export value 
(at that time and place), whichever of these two is the 
higher. The difference between the two is not often 
likely to be significant; and in the great majority of 
cases this value, virtually one and the same, will be 
the basis of assessment. Such has been the practice for 
over a century; the attempt to bring about a complete 
change of procedure has failed. Some further provisions, 
however, bring modifications. If neither the foreign nor 
the export value can be ascertained, the duty is to be 
assessed upon what is called the "United States value" 
— the value of the imported commodity in the United 
States, less duty, cost of transportation and other ex- 
penses. This is a plan for applying ad valorem duties 
which has much to say for itself and might indeed have 
been made of wider application; and it may prove of 
appreciable service. If none of the preceding values 
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can be ascertained the duty is to be assessed upon the 
"cost of production" abroad. This will probably prove 
an empty provision, since the three preceding can be 
ascertained in almost every case more readily than cost 
of production. Finally, if all the others fail, the duty is 
to be assessed upon the "American selling price." The 
American selling price is the American valuation which 
the pseudo-patriots had tried to apply universally. Its 
application would cause the same ad valorem figure to 
bring a very much heavier effective duty than any of the 
other alternatives. But it is to be used (barring the one 
case of coal tar products, just mentioned) only in the 
last resort, and only if the President exercises certain 
discretionary powers given him elsewhere in the act. 

The discretionary powers given the President have 
no logical connection with the administrative provisions 
themselves, and the collocation of the two can only be 
explained by the vacillations and compromises under 
which the act finally got its shape. They are connected 
with still another feature unique in the tariff of 1922. 
This is the explicit legislative statement, appearing for 
the first time on the statute book, that the principle 
underlying our tariff system is that of equalizing costs 
of production. "In order ... to put into force and 
effect the policy of the Congress by this Act intended, 
whenever the President . . . shall find it shown that the 
duties fixed in this Act do not equalize the differences in 
costs of production in the United States and the com- 
peting foreign countries," he may raise or lower the 
duties for the purpose of equalizing these costs; with the 
limitation, however, that the total increase or decrease 
of duties shall not exceed 50 per cent. Before applying 
this power, however, investigations of costs of produc- 
tion shall be made by the Tariff Commission, and the 
President's action is to be based upon the recommenda- 
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tion of the Commission. And then follows, curiously 
enough, the power to apply "American selling price" in 
the assessment of ad valorem duties. If the President 
finds that the differences in cost of production in the 
United States and the principal competing country can 
not be equalized by raising or lowering duties, he shall 
issue a proclamation to that effect, and thereupon the 
"American selling price" is to be the basis of any ad 
valorem duty on the article in question; with the pro- 
viso, however, that the ad valorem rate itself, while it 
may be decreased by 50 per cent, shall not be increased. 
The basis of valuation becomes different; the effective 
duty, at the same nominal rate, becomes higher. This 
tortuous arrangement is not easy to understand and still 
less easy to justify. It was doubtless adopted as a de- 
vice for saving the face of those who vowed they would 
never give up American valuation. The probabilities 
are that no considerable use of it will be made. 

On the face of it the President's "flexible " powers are 
thus to be applied ordinarily on the basis of the cost of 
production principle. Only if this proves impracticable 
is there to be resort to American valuation. In fact, 
however, the supposedly ordinary procedure is likely to 
prove impracticable in almost all cases. 

The notion of equalizing costs of production has be- 
come a sort of fetish. I say nothing here of its weakness 
from the point of view of economic principle, having 
indicated elsewhere 4 that it seems to me fatally un- 
sound as a matter of tenable or consistent theory. It is 
the question of practicability in administration that is 
now raised by its being set up in the tariff law. The rule 
is proclaimed, and an endeavor is made to apply it, quite 
without regard to the most obvious realities. It is diffi- 
cult enough to ascertain costs of production in the 

4. In the book on Free Trade, the Tariff and Reciprocity, ch. vii. 
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United States. With compulsory adoption by American 
concerns of uniform methods of cost accounting; with a 
large staff of accountants to examine books and check 
returns from a considerable number of concerns; with 
some careful procedure for arriving at a mean between 
the high cost and the low cost producers — representa- 
tive figures can be secured for American articles of a 
standardized sort. But can it be imagined that any 
officials in the United States could do this sort of thing 
for foreign products? that foreign producers will permit 
such a control of their accounts and figures as alone 
would make it possible to ascertain trustworthy com- 
parable figures for the competitive articles in foreign 
countries? These difficulties, great enough in case of 
standardized articles, obviously become immensely 
greater with specialties, and perhaps most difficult of all 
with goods produced at joint cost ("by-products"). 
These classes include many of the contested items for 
which resort to the flexible powers is likely to be sought. 
A biased or subservient Tariff Commission might make 
a pretense of having found accurate figures. A basis of 
well-ascertained fact is almost impossible to find, or if 
found, to keep up to date. 

These provisions are of unlimited application. As I 
have already indicated, it was the peculiarity of the 
dyestuffs situation, and the clamorous demand of the 
dyestuffs producers to be protected against German 
competition beyond a possibility of danger, which led to 
them. But they are not limited in time or scope. The 
President's powers go on indefinitely, until further ac- 
tion by Congress ; and they may be applied to any and 
every article. They are great and dangerous powers, 
almost impossible of accurate application, easily made 
subservient to interested pressure, full of possibilities of 
mistake and abuse. 
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A distinctive feature in the history of the act of 1922 
is that for the first time a Tariff Commission was lend- 
ing its aid to Congress. How serviceable did the Com- 
mission prove? 

Needless to say, it could not fulfill the Utopian ex- 
pectations entertained in some quarters that it would 
"settle the tariff question" or "take the tariff out of 
politics." No sensible person conversant with our 
political ways could suppose that Congress would put 
into the hands of any such body the settlement of ques- 
tions of policy or the determination of rates of duty. 
What might reasonably be expected was an improve- 
ment in the technical form of the tariff, and perhaps also 
more enlightenment among the legislators on the prob- 
lems before them. The Commission might be of service 
in promoting a more careful arrangement of the sched- 
ules, better enumeration and classification of the several 
articles, consistency between the duties on raw materials 
and those on the several stages of the manufactured 
articles (for example, from raw wool through noils, tops, 
yarns, cloths, to complete clothing). Much of the 
phraseology of the tariff acts of other years has been 
mechanically copied from one measure into the next, 
regardless of changes in industrial methods and in com- 
mercial terminology. There has been abundant room 
for improvement in these technical matters. As regards 
rates of duty and substantive effects, even tho questions 
of policy must be left to Congress, its members might at 
least be provided with more complete and more exact 
information than they have had in the past. What use 
they should then make of the data put before them of 
course must depend, as with all legislation, on the char- 
acter and intelligence of the legislators. Something at 
all events is gained if those who are intelligently solic- 
itous for the public interest can secure trustworthy 
information. 
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These modest but feasible objects may be fairly said 
to have been in good measure attained. In Dr. Cole's 
article, already referred to, the reader will find illustra- 
tions of the improvements in the formulation of the 
textile schedules. The agricultural schedule itself, much 
affected and indeed distorted tho it was by the unusual 
political conditions, is better arranged than ever before. 
Most striking of all is the draftsmanship of the para- 
graphs relating to coal tar products and dyestuffs. It 
has just been pointed out that these were the occasion 
of bitter contention. Yet in the long list of the articles, 
and in their arrangement under the several heads of 
crude products (in the main left free of duty), inter- 
mediates, and finished products such as dyestuffs, the 
Tariff Commission's proposals were left unchanged 
throughout the legislative history of the measure. The 
paragraphs relating to them were drafted in the office of 
the Tariff Commission; the language so drafted is in- 
corporated in the act in every detail. When it came to 
the rates of duty, or the question of embargo or no em- 
bargo, or American valuation, there was uncertainty, 
compromise, shift back and forth, in the various stages 
of the prolonged session. The height to which the pro- 
tective policy should be carried was settled by Congress. 
But the technical form was accepted as it came from the 
experts of the Commission. This was the case not only 
with the paragraphs relating to the coal tar products, 
but with the entire chemical schedule. That schedule 
as it stood in previous acts, never well constructed and 
copied mechanically from one tariff to another through 
many revisions, had become in many respects not only 
ill-arranged but quite obsolete. It is now in better form 
than ever before. 6 

5. In this part of the act the services of Professor Grinnell Jones, who was long 
head of the Tariff Commission's staff on chemicals, were of signal value. 
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Still another good result achieved from the labor of 
the Tariff Commission was a great improvement in the 
general administrative features of the customs system. 
A glance at the law as enacted will show that a very 
large part of it, roughly one-third of the printed matter, 
is contained in Title IV, "Administrative Provisions." 
This title had a curious history. 

Several years ago, long before a general revision of 
rates of duty was under consideration, the Tariff Com- 
mission undertook an examination of the laws regulat- 
ing administrative procedure. They were found to be in 
hopeless confusion. The provisions concerning the col- 
lection of duties, the functions of the various officers, 
the organization of the custom houses, and the like, 
ranged in date from the end of the eighteenth century 
to the end of the nineteenth. Many of them, tho still on 
the statute book, were quite obsolete. Often they were 
inconsistent with each other. Some had been drafted 
with reference to the conditions of a century ago, when 
ocean transportation took place in sailing vessels, and 
were quite impossible of application to the modern 
steamship. The Commission undertook a thorough 
overhauling, and prepared an entirely new draft designed 
to bring order into the confused mass. In the main it 
proposed nothing new, but simply codified the existing 
laws, rejecting what was superfluous and obsolete, 
simplifying what was to be retained. A few substantive 
changes were made, and to these attention was called 
in the report to Congress which accompanied the bill, 
attention being also called to possible alternatives. In 
the preparation of the revised scheme the Commission 
secured the aid and advice of officials of the Treasury 
Department, the Board of Customs Appraisers, Collec- 
tors of Customs, and also of members of the Custom Bar 
of New York City. Hardly a contentious question was 
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involved. It was merely a reform, obviously called for, 
in an important matter of administrative procedure. 

To this draft, at the time it was submitted to Con- 
gress, no individual and no committee was willing to give 
a moment's attention. The very circumstance that it 
was a humdrum, uninteresting, undramatic piece of 
work doubtless accounts largely for the fact that no one 
was willing to give it the slightest heed. But in the 
course of the discussions of 1921-22 the proposal for 
assessing ad valorem duties on the "American valua- 
tion" led the Committee on Ways and Means to look 
into the paragraphs upon this subject in the Commis- 
sion's draft; paragraphs which were in the main a 
codification of the longstanding system of assessing 
duties upon the foreign value at the time or place of 
exportation. They did not fit at all into the then fa- 
vored scheme. But the discovery of this convenient 
formulation of the existing system led to the discovery 
that there was a great deal more in the Commission's 
draft. With very little discussion, the House committee 
came to the conclusion that the project was good and 
incorporated in the House bill virtually the whole of the 
Commission's draft. Changes were made, of course, in 
the paragraphs relating to the disputed matter of val- 
uation; and on some other contentious matters also 
amendments were inserted. In the main, however, the 
elaborate proposals of the Commission were accepted 
without change. Much the same happened in the Senate. 
There too the valuation paragraphs were changed and re- 
changed, and finally emerged in the shape which has al- 
ready been explained. Some modifications in phraseology 
were also made elsewhere, largely at the suggestion of 
customs officials; and a few provisions of substantive 
importance were added, the consideration of which 
would carry us too far afield, and which did not affect 
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the main body of the draft. Upon the whole the work 
of the commission was accepted, and a great improve- 
ment thus brought about in the clearness and worka- 
bleness of this part of the tariff system. 

Something may be said in conclusion of the character 
of the debates on the measure and of the character of 
the measure itself. Perhaps most noteworthy in the 
debates is the constant insistence by the sponsors of the 
act on the principle of equalizing costs of production. 
As I have already remarked, it is embodied for the first 
time in statutory language; it is declared by Congress 
to be the principle on which the tariff system is founded. 
Talk of this sort was more to the fore than at any pre- 
vious time. And not only this; it was pushed to further 
extremes than ever before, both in the rates themselves 
and in their advocacy or justification. There were not 
wanting senators who expressed their willingness to im- 
pose a duty of 500 per cent or 1000 per cent if such rates 
were necessary for the sacred purpose of equalizing 
costs of production. 6 It seems to me extraordinary that 

6. The following colloquy in the Senate may be quoted (Congressional Record, 
67th Cong., 2d Session, p. 12514). 

" Mr. Stanfield. Mr. President, does the Senator from Wisconsin want to see Amer- 
ican labor put out of employment and American industries closed because he objects to 
imposing a rate which he thinks would startle the American people and prejudice them 
against the principles of the Republican Party? 

Mr. Lenroot. Does not the Senator think that a rate can be fixed so high that it is 
better for America to have the labor doing something else? 

Mr. Stanfield. Not if that rate is necessary to equalize the difference in the cost of 
production of the foreign article which comes in competition in the American market 
with the American produce. 

Mr. Lenroot. Then I do not know where the Senator would stop. The Senator 
from Idaho (Mr. Gooding) says he would stop at tea, but, if it required 1,000 per cent to 
equalize the difference in the cost of production, I take it the Senator from Oregon agrees 
with the Senator from Idaho, and that they are both willing to tax the American people 
1,000 per cent for the privilege of having an article manufactured in the United States. 
I am not; that is all. 

Mr. Stanfield. May I answer the Senator's question as to where I would stop? 

Mr. Lenroot. Yes. 

Mr. Stanfield. I would stop when the rate is so high that it is not necessary to 
equalize the difference in the cost of production in this country and abroad, including 
labor and the other elements of cost. 
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sensible men should suppose that they had found here 
a touchstone for a scientific tariff or a practicable rule 
on which to proceed in fixing rates in detail. 

So far as concerns the range of rates, it is clear that 
the protective system has been carried further than 
ever before. The session began with hot enthusiasm for 
a new tariff. Between the feeling of exultation in the 
dominant party from their overwhelming victory at the 
polls and the eager search for a remedy to meet the in- 
dustrial depression of 1921, the protectionist feeling was 
more fervid than ever before. There was an unmistak- 
able cooling as the months went on. Depression had 
largely run its course; some revival of industrial activity 
set in. Elections to fill congressional vacancies and 
primary elections went against the stand-pat Republi- 
cans. Yet the path once entered upon could not well be 
left. The extreme policy was put through to the bitter 
end. 

Rash as it is to make predictions, I take it on me to 
state my expectation that a reaction will come. A com- 
plete overturn of the protectionist policy is not indeed 
to be looked for at any time in the visible future. But a 
return to a more moderate procedure than that of 1922 
is fairly to be expected. Sooner or later the wheel of 
fortune will bring another party into power, or another 
combination of parties and factions. Then revision of a 
tariff act like that of 1922 will be peremptorily de- 
manded. The tariff question is not settled; it is likely 
to remain on the political battlefield for years to come. 
And this is to be lamented. The industry of the coun- 
try can accommodate itself to any system, if once the 
system be settled. The country can adjust itself to 

Mr. Lenroot. So if it required 5,000 per cent the Senator would vote for it. 

Mr. Stanfield. It would make no difference, because it would pay the American 
people to be kept employed. If American labor is out of employment the price makes no 
difference, because they have no purchasing power." 
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extreme protection or high protection or moderate pro- 
tection or even to free trade, and can go on prosperously 
under any one of them. But constant vacillations are a 
great evil. They are not an intolerable evil, for the 
simple reason that the influence of the protective system 
on our industrial system, whether for good or ill, is not 
so far-reaching as most people think. But an influence 
it has, and that influence is particularly bad in so far as 
it is inconstant and uncalculable. Much the wiser course, 
if a protective system must be accepted as part of the 
settled order of things, would be to shape it in such 
form that it would endure for a considerable stretch 
of time; to eliminate the extreme and vulnerable fea- 
tures, and make a serious and honest endeavor to estab- 
lish a regime with which the community might remain 
content. Only in this way is it possible — for a period 
at least — really to take the tariff out of politics. The 
tariff act of 1922 can serve no such purpose. 

F. W. Taussig. 

Harvard University. 



